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SUBJECT: SUSPENSION OF PAN AM SERVICES 

REF: A) STATE 226651 B) STATE 227264 (NOTAL) 

C) STATE 214394 

1 . AFTER CAREFUL CONSIDERATION OF ALL FACTORS, INCLUDING 
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ACTION ADDRESSEE'S VIEWS SUBMITTED LAST WEEK, THE 
ACTING SECRETARY DECIDED THAT THE DEPARTMENT SHOULD 
NEITHER SEEK TO PERSUADE PAN AM TO CHANGE ITS MIND NOR 
ADVISE THE CAB (WHICH MUST APPROVE PAN AM'S REQUEST TO 
SUSPEND SERVICES) THAT WE OPPOSE THE SUSPENSIONS. THE 
ACTING SECRETARY, HOWEVER, IS SENDING A LETTER TO THE CAB 
URGING THE BOARD TO INVITE APPLICATIONS FROM OTHER US 
AIRLINES TO SERVE MOSCOW AND POINTS IN EASTERN EUROPE. 

2. PAN AM'S DECISION WAS BASED ENTIRELY ON ECONOMIC 
FACTORS. AS INDICATED REF. A, PAN AM BELIEVES ITS 

LIMITED RESOURCES CAN BE BETTER EMPLOYED ON OTHER ROUTES. 

IT WOULD BE INCONGRUOUS FOR THE USG TO COMPEL PAN AM TO 
CONTINUE SERVICES WHICH IT BELIEVES ARE UNPROFITABLE IN 
THE LIGHT OF US POLICY, RECENTLY CONFIRMED BY THE 
PRESIDENT (REF. C), OF ENCOURAGING AIRLINE COMPETITION 
AND REDUCING GOVERNMENTAL INTERVENTION IN THE MARKETPLACE. 

PAN AM DID NOT CONSULT WITH THE USG BEFORE MAKING AND 
ANNOUNCING ITS DECISION. AS OUR PRESS GUIDANCE (REF. B) 

STATES. PAN AM'S DECISION SHOULD NOT BE INTERPRETED AS 
A POLITICAL SIGNAL; NONE WAS INTENDED. 

3. UNLESS OBJECTIONS ARE PERCEIVED, ACTION ADDRESSEES 
SHOULD APPROACH APPROPRIATE HOST GOVERNMENT FOREIGN 
MINISTRY OFFICIALS, INFORM THEM OF THE USG POSITION ON 
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PAN AM'S DECISION TO SUSPEND SERVICE ON OR ABOUT 
OCTOBER 29. 1978, MAKING FOLLOWING ORAL PRESENTATION: 

- PAN AM'S DECISION TO SUSPEND SERVICE WAS BASED 
ENTIRELY ON ECONOMIC FACTORS. THE COMPANY STRONGLY 
BELIEVES THAT ITS RESOURCES CAN BE MORE PROFITABLY 
EMPLOYED ON OTHER ROUTES. 

- THE PAN AM DECISION IS ENTIRELY CONSISTENT WITH THE 
PRESIDENT'S INTERNATIONAL AVIATION POLICY OF ENCOURAGING 
AIRLINE COMPETITION AND REDUCING GOVERNMENTAL INTER- 
FERENCE IN THE MARKETPLACE. 

- PAN AM DID NOT CONSULT WITH THE USG BEFORE MAKING AND 
ANNOUNCING ITS DECISION TO SUSPEND SERVICES. 

- THE DEPARTMENT OF STATE HAS WRITTEN TO THE CAB URGING 
THE BOARD TO INVITE OTHER US AIRLINES TO APPLY TO SERVE 
THESE POINTS. WE BELIEVE THE BOARD WILL DO SO. 

- WHILE WE CANNOT PREDICT THE RESPONSE OF OTHER US 
AIRLINES TO A CAB INVITATION TO APPLY TO SERVE THESE 
POINTS, IT SHOULD BE RECOGNIZED THAT THE AIR I, INFS' 
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EVALUATION OF THE CLIMATE FOR CONDUCTING BUSINESS IN THE 
HOST COUNTRY, AS WELL AS THE POTENTIAL PROFITABILITY OF 
THE SERVICE, WILL BE IMPORTANT FACTORS IN THEIR DECISION. 

- WE TRUST IT IS APPARENT THAT THERE IS NO UNDERLYING 
POLITICAL BASIS FOR THE PAN AM DECISION OR FOR THE USG 
REACTION TO THAT DECISION. 

4. INFO ADDRESSEES MAY DRAW ON ABOVE TALKING POINTS IF 
SUBJECT IS RAISED BY HOST GOVERNMENT OFFICIALS. 

5. FOR MOSCOW: SUSPENSION OF PAN AM SERVICES RAISES 
SEVERAL ADDITIONAL QUESTIONS. SUCH AS STATUS OF PAN AM'S 
ROLE AS AEROFLOT'S TICKET AND GROUND HANDLING AGENT IN 
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US AND FREQUENCY AGREEMENT AFTER MARCH 1979. IF SOVIETS 

RAISE THESE QUESTIONS. EMBASSY SHOULD RESPOND THAT US 
RECOGNIZES THOSE QUESTIONS MUST BE ADDRESSED. BUT IT IS 
PREMATURE TO DO SO UNTIL INTEREST OF OTHER US AIRLINES 
IN SERVING USSR HAS BEEN ASCERTAINED. CHRISTOPHER 
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SUBJECT: SUSPENSION OF PAN AM SERVICES 

REF: A) STATE 226651 B) STATE 227264 (NOTAL) 

C) STATE 214394 

1 . AFTER CAREFUL CONSIDERATION OF ALL FACTORS, INCLUDING 
ACTION ADDRESSEE'S VIEWS SUBMITTED LAST WEEK, THE 
ACTING SECRETARY DECIDED THAT THE DEPARTMENT SHOULD 
NEITHER SEEK TO PERSUADE PAN AM TO CHANGE ITS MIND NOR 
ADVISE THE CAB (WHICH MUST APPROVE PAN AM'S REQUEST TO 
SUSPEND SERVICES) THAT WE OPPOSE THE SUSPENSIONS. THE 
ACTING SECRETARY, HOWEVER. IS SENDING A LETTER TO THE CAB 
URGING THE BOARD TO INVITE APPLICATIONS FROM OTHER US 
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AIRLINES TO SERVE MOSCOW AND POINTS IN EASTERN EUROPE. 

2. PAN AM'S DECISION WAS BASED ENTIRELY ON ECONOMIC 
FACTORS. AS INDICATED REF. A, PAN AM BELIEVES ITS 

LIMITED RESOURCES CAN BE BETTER EMPLOYED ON OTHER ROUTES. 

IT WOULD BE INCONGRUOUS FOR THE USG TO COMPEL PAN AM TO 
CONTINUE SERVICES WHICH IT BELIEVES ARE UNPROFITABLE IN 
THE LIGHT OF US POLICY, RECENTLY CONFIRMED BY THE 
PRESIDENT (REF. C), OF ENCOURAGING AIRLINE COMPETITION 
AND REDUCING GOVERNMENTAL INTERVENTION IN THE MARKETPLACE. 

PAN AM DID NOT CONSULT WITH THE USG BEFORE MAKING AND 
ANNOUNCING ITS DECISION. AS OUR PRESS GUIDANCE (REF. B) 

STATES. PAN AM'S DECISION SHOULD NOT BE INTERPRETED AS 
A POLITICAL SIGNAL; NONE WAS INTENDED. 

3. UNLESS OBJECTIONS ARE PERCEIVED, ACTION ADDRESSEES 
SHOULD APPROACH APPROPRIATE HOST GOVERNMENT FOREIGN 
MINISTRY OFFICIALS, INFORM THEM OF THE USG POSITION ON 
PAN AM'S DECISION TO SUSPEND SERVICE ON OR ABOUT 
OCTOBER 29. 1978, MAKING FOLLOWING ORAL PRESENTATION: 

- PAN AM'S DECISION TO SUSPEND SERVICE WAS BASED 
ENTIRELY ON ECONOMIC FACTORS. THE COMPANY STRONGLY 
BELIEVES THAT ITS RESOURCES CAN BE MORE PROFITABLY 
EMPLOYED ON OTHER ROUTES. 

- THE PAN AM DECISION IS ENTIRELY CONSISTENT WITH THE 
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PRESIDENT'S INTERNATIONAL AVIATION POLICY OF ENCOURAGING 
AIRLINE COMPETITION AND REDUCING GOVERNMENTAL INTER- 
FERENCE IN THE MARKETPLACE. 

- PAN AM DID NOT CONSULT WITH THE USG BEFORE MAKING AND 
ANNOUNCING ITS DECISION TO SUSPEND SERVICES. 
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- THE DEPARTMENT OF STATE HAS WRITTEN TO THE CAB URGING 
THE BOARD TO INVITE OTHER US AIRLINES TO APPLY TO SERVE 
THESE POINTS. WE BELIEVE THE BOARD WILL DO SO. 

- WHILE WE CANNOT PREDICT THE RESPONSE OF OTHER US 
AIRLINES TO A CAB INVITATION TO APPLY TO SERVE THESE 
POINTS, IT SHOULD BE RECOGNIZED THAT THE AIRLINES' 

EVALUATION OF THE CLIMATE FOR CONDUCTING BUSINESS IN THE 
HOST COUNTRY, AS WELL AS THE POTENTIAL PROFITABILITY OF 
THE SERVICE, WILL BE IMPORTANT FACTORS IN THEIR DECISION. 

- WE TRUST IT IS APPARENT THAT THERE IS NO UNDERLYING 
POLITICAL BASIS FOR THE PAN AM DECISION OR FOR THE USG 
REACTION TO THAT DECISION. 

4. INFO ADDRESSEES MAY DRAW ON ABOVE TALKING POINTS IF 
SUBJECT IS RAISED BY HOST GOVERNMENT OFFICIALS. 

5. FOR MOSCOW: SUSPENSION OF PAN AM SERVICES RAISES 
SEVERAL ADDITIONAL QUESTIONS, SUCH AS STATUS OF PAN AM'S 
ROLE AS AEROFLOT'S TICKET AND GROUND HANDLING AGENT IN 
US AND FREQUENCY AGREEMENT AFTER MARCH 1979. IF SOVIETS 

RAISE THESE QUESTIONS, EMBASSY SHOULD RESPOND THAT US 
RECOGNIZES THOSE QUESTIONS MUST BE ADDRESSED, BUT IT IS 
PREMATURE TO DO SO UNTIL INTEREST OF OTHER US AIRLINES 
IN SERVING USSR HAS BEEN ASCERTAINED. CHRISTOPHER 
UNQUOTE CHRISTOPHER 
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